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THE ANTI-DUMPING FEATURE OF THE CANA- 
DIAN TARIFF. 

One of the most effective popular arguments in favor 
■of the maintenance of a strongly protective tariff is that 
founded upon the alleged " dumping " upon one's country 
of foreign goods at abnormally low rates. To this process 
are apt to be attached, by the beneficiaries of high tariffs 
and their popular attorneys, suggestions of sinister motives 
uniquely characteristic of foreigners. Such well-worn di- 
plomacy has even yet a high economic value, for the ma- 
jority of the public still respond to the primitive instinct 
which requires no argument for the identification of for- 
eigner and enemy. And, since human prejudice furnishes 
as real and effective a series of economic facts as physical 
nature or rational intelligence, it must be counted upon in 
any adequate treatment of economic subjects. 

Now the process named "dumping," which normally 
signifies the selling of goods below cost, or at least below 
a reasonable profit, is undoubtedly a frequent economic 
fact. But it is a phenomenon which is vastly more com- 
mon within countries than between them. It is the fa- 
miliar accompaniment of overproduction, of surplus stocks, 
forced or bankrupt sales, change of fashion, and a score 
of other circumstances which have the general effect of 
rendering goods unsaleable at a profit. It is frequently 
met with in the course of sharp competition, whether of 
a temporary nature or to the point of extinction of one 
or more competitors. In many cases this is doubtless but 
an anticipation of inevitable sacrifices due to existing eco- 
nomic conditions. But it may be the result of the delib- 
erate efforts of new-comers to force their way into an eco- 
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nomic field or of established interests to enlarge their 
operations. Where a fall in prices is due to the intro- 
duction of new and more efficient processes, the business 
of rivals, whether within or without a country, may be 
rendered unprofitable without their being the victims of 
any dumping practices. The lowered market price, 
though abolishing profits under the older system, may yet 
afford ample returns for those employing the newer 
methods. These phenomena are thus familiar in every 
progressive country. Yet it is practically only the in- 
ternational aspect of them which is presented under the 
term "dumping," and almost the whole of the argument 
on the subject proceeds upon the assumption that the 
evils of dumping and the remedies to be sought are con- 
fined to international trade. 

International dumping, however, though but a phase 
of a general process, is a real factor, so far as it goes, and 
must be dealt with in connection with those other factors, 
such as rival interests and international prejudice, which 
are no less real, as the politicians of a democracy well 
know. Now Canada is a very normal form of democracy. 
The manufacturing interests may be still small, in point 
of numbers, but they include an increasing proportion of 
the ability and intelligence of the country. As a result, 
Canadian industries are being rapidly developed. They 
exhibit increasing enterprise and efficiency of organization, 
as shown in the tendency, in the great staples of trade, to 
replace the numerous small, ill-furnished, and wasteful 
concerns which marked the regime of random competition 
by fewer well-equipped and well-managed corporations. 
With an expanding market within the country, and as 
yet but little pressure from without, the manufacturers 
are naturally the most prosperous class in the commu- 
nity. 

The political party at present in power in Canada has 
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free-trade traditions, and originally stood for a revenue 
tariff only. But with the development of the political 
influence of the manufacturers the party leaders have 
found it expedient to virtually accept the principle of pro- 
tection. Still, partly to save its face and partly with an 
eye to the agricultural vote, the government is loath to 
concede the larger demands of the manufacturers. By its 
anti-dumping device it has been able to meet their most 
effective arguments without increasing the tariff. 

It is obvious that, if the practice of dumping became an 
important factor in the import trade of a country like 
Canada, it would be likely to have an injurious effect upon 
some of the most natural and legitimate industries of the 
country. It is true that, if the dumping process were reg- 
ular and continuous, it would simply be equivalent to the 
supply of certain products from abroad more cheaply than 
they could be produced at home, — & familiar and profit- 
able factor in international trade. But, if the supply of 
exceptionally cheap goods be temporary and irregular, 
though of sufficient importance to really destroy or at 
least seriously cripple legitimate native industry, the im- 
porting country may experience corresponding periods of 
exceptionally dear goods. It might find in the end that 
it paid more for its imports than had they been produced 
within the country under a moderate tariff protection. 

It is true that hitherto there have been comparatively 
few cases of permanent injury, owing to the international 
aspect of the dumping process. But even a very few 
authentic cases will go a long way in a specious argument 
favored by popular prejudice. As a result, the Herodian 
device for securing the extinction of a possible rival is apt 
to be advocated as a fiscal safeguard against the possible 
importation of unduly cheap goods. If, then, a fiscal de- 
vice could be arranged, whereby protection against dump- 
ing could be secured in whatever lines it might be desirable 
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to prevent it and for whatever period it might be prac- 
tised, but which would not affect any importations of goods 
at normal prices, the advocates of an abnormal tariff 
would be deprived of their most effective argument. And 
if this could be accomplished in such a way that the sacri- 
fices which the foreigner is willing to make need not be 
lost to the importing country, but might be converted to 
the benefit of the national treasury, the arrangement 
might be well-nigh ideal. 

Such a device, it may reasonably be claimed, has been 
discovered and put into practice by the Canadian govern- 
ment. Moreover, it is as simple as it is effective. In 
essence it is merely this: wherever a foreigner sells goods 
to a Canadian importer at a lower rate than the normal 
market price in his own country, then in the first place, 
in accordance with ordinary fiscal practice, the regular 
duty shall be levied, not upon the invoice price, but upon 
the normal selling price in the country of export; and, in 
addition, the customs officials shall collect, as special duty, 
the difference between the sacrifice or dumping price and 
the normal price of the goods in the country of export. 
As a result, the goods, at whatever price sold to the Cana- 
dian importer, shall be paid for by him on the basis of the 
normal price in the country of export plus the regular 
duty on that price. But the Canadian treasury shall re- 
ceive the benefit of the dumper's sacrifice. 

Though this is substantially the essence of the device, 
there are a few modifying features observed in practice. 
In the first place there is a limitation on the amount of 
the dumping discount to be paid to the government. It 
is provided that the amount of the special duty shall not 
exceed one-half the regular duty on any imports. Thus, 
if an article whose normal price in the coimtry of export 
is one dollar and on which the duty is 40 per cent, be 
sold to a Canadian importer at seventy-five cents, the 
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regular duty of 40 per cent, will be collected on a valua- 
tion of one dollar, but the special duty shall be not twenty- 
five cents, but twenty cents, being one-half the regular 
duty on the article. As, however, the dumping discounts 
seldom exceed one-half the regular duty, the government 
almost invariably secures the difference between the regu- 
lar and sacrifice prices. In consequence of this fiscal ex- 
pedient the Canadian manufacturer may normally rely 
upon having his market protected for him to the full ex- 
tent of the regular tariff. At the same time he is deprived 
of all excuse for claiming that the general tariff should be 
raised to such a height as will protect him from the mere 
possibility of abnormally low prices for foreign imports. 

The clause of the act which embodies the anti-dumping 
feature of the Canadian tariff is as follows: — 

Whenever it appears to the satisfaction of the Minister of Cus- 
toms or of any officer of customs authorized to collect customs 
duties that the export price or the actual selling price to the im- 
porter in Canada of any imported dutiable article, of a class or 
kind made or produced in Canada, is less than the fair market 
value thereof, as determined according to the basis of value for 
duty provided in the customs act in respect of imported goods 
subject to an ad valorem duty, such article shall, in addition to 
the duty otherwise established, be subject to a special duty of 
customs equal to the difference between such fair market value 
and such selling price : provided, however, that the special customs 
duty on any article shall not exceed one-half of the customs duty 
otherwise established in respect of the article, except in regard to 
the articles mentioned in items 224, 226, 228, and 231 in Schedule 
A to The Customs Tariff, 1897, the special duty of customs on 
which shall not exceed 15 per cent, ad valorem, nor more than the 
difference between the selling price and the fair market value of 
the article. 

The items referred to by number in this clause include 
pig and scrap iron, iron and steel ingots less finished than 
bars but more advanced than pig iron, rolled iron or steel 
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angles, girders for bridge or structural purposes, and large 
rolled iron or steel plates. 

In carrying out this new feature of the tariff, the former 
regulations designed to prevent the undervaluation of im- 
ports are still retained. In addition the government re- 
quires that invoices shall be supplied in duplicate, each 
invoice giving in one column the price at which the goods 
are sold to the Canadian importer, and in another the fair 
market value of such goods when sold for home consump- 
tion in the country of export. One of these invoices is re- 
tained at the local customs house, and the other forwarded 
to the Customs Department at Ottawa, which is thus 
enabled to keep a check upon the values given in the in- 
voices received in all parts of the country. 

In order the better to enforce the old and the new regu- 
lations, the Customs Department employs agents in the 
chief centres of export to Canada, whose duty it is to keep 
the department informed as to the fair market values of 
the lines of goods commonly shipped to Canada. The 
agents, as a rule, once their function is fully realized, find 
little difficulty in securing the necessary information, usu- 
ally obtaining it from an inspection of the books of regular 
exporters to Canada. On the one hand, the regular ex- 
porter naturally finds it no advantage to his business to 
deny the information required. On the other hand, an 
exporter with a well-established trade in Canada is the 
least likely to engage in dumping, and will naturally wel- 
come any arrangement which will protect his trade from 
temporary raids on the part of competitors in his own 
country who have no permanent interest in the Canadian 
trade. All information obtained in this way is treated 
as strictly confidential. Quite recently the government 
of Australia, on behalf of its Customs Department, applied 
to the Canadian government for information as to the 
values of goods produced in the United States. The Cana- 
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dian government, however, declined to comply with this 
request, on the ground that the information obtained by 
its agents was entirely confidential. 

Inasmuch as the protective aspect of the tariff is in- 
tended entirely for the benefit of the manufacturing in- 
terests of the country, and inasmuch as free goods may be 
presumed to be either those which the manufacturers 
themselves have to purchase or those which are not pro- 
duced within the country in any important measure, they 
are not subject to the special anti-dumping safeguards. 
There is one exception, however. Rolled wire rods, 
though free of ordinary duty, are subject to the anti- 
dumping regulations to the limit of 15 per cent. This 
will readily appear as a compromise between opposing 
manufacturing interests. On the other hand, in cases 
where articles, though subject to ordinary duty, are not 
made in Canada in any substantial quantities, the customs 
authorities may temporarily exempt them from the special 
duty. Goods on which the regular duty is 50 per cent, 
or upwards may also, at the discretion of the customs 
authorities, be exempted from the special or anti-dumping 
duty. 

As indicated by these provisions, the administration of 
the anti-dumping feature of the tariff requires that a con- 
siderable range of discretion shall be given to the central 
customs board. Thus, to avoid vexatious exactions aris- 
ing from slight variations of the markets, if the prices on 
an ordinary invoice do not vary more than 5 per cent, 
from the standard rates, no special duty is levied. 

The attitude of the Canadian manufacturers towards 
this anti-dumping device is a very mixed one. In the case 
of those who are satisfied with a moderate protective 
tariff, provided only that they secure the protection which 
it promises on the face of it, the anti-dumping feature is 
commonly regarded with much favor. In the case, how- 
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ever, of those who are bent upon securing the highest possi- 
ble protection which the people can be induced to yield, 
the device is not at all popular, as it deprives them of 
much the most effective argument in favor of an excep- 
tionally high tariff. Again, most advocates of high pro- 
tection favor specific rather than ad valorem duties. 
Specific duties usually disguise a high tariff. Moreover, 
the tendency of economic improvements is towards a 
lowering of prices; and ad valorem duties come down rela- 
tively with prices, whereas specific duties increase rela- 
tively with a fall in prices. The anti-dumping device, 
however, requires for its efficient operation the ad valorem 
system of duties. In most respects, therefore, this expe- 
dient is objectionable to the advocates of high protection. 
They are inclined to assert in round terms that in practice 
it is not really effective, though, when invited by the cus- 
toms officials to give particiilars, these are seldom forth- 
coming. 

It is true that in the case of some goods quite outside 
the usual lines of import, or where it is difficult to fix upon 
the normal selling price, the exact enforcement of the 
special duty is somewhat difficult. But even in such cases 
the grosser forms of dumping are readily checked. In all 
the staple lines of industry, covering the great majority 
of Canadian imports, the anti-dumping clause as now en- 
forced attains its object with remarkable efficiency. This 
is indeed the basis of the opposite line of complaint against 
it. Many importers complain that, owing to its very effi- 
cient enforcement, they are no longer able to take advan- 
tage of those special bargains which sometimes present 
themselves in the foreign countries whence they import. 
Not a few manufacturers, themselves anxious enough for 
protection on their finished goods, who yet use other duti- 
able goods as raw materials, complain of the anti-dumping 
regulation as having greatly curtailed their profits, and in 
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some cases threatened the existence of their business, 
since it has prevented them from taking advantage of 
special cuts in prices to lay in large stocks in their own 
lines of purchase. On the other hand, it has encouraged 
certain industries to locate in the country, because the 
assurance of being protected against goods being sold at 
a sacrifice is more important in the long run than the 
promise of an unusually high duty, which is very likely to 
induce over-competition within the tariff wall. 

In conclusion, it may be observed that this anti-dumping 
device is quite as applicable in free trade as in protectionist 
coimtries. As applied in a free-trade country, it would 
not interfere with the import of goods sold at the same 
rates as in the country of export. It would, however, 
exact as duty the difference between the domestic price 
in the country of production and the sacrifice price at 
which they were sold to such a country as Great Britain. 
In this way, cases of real hardship from foreign competi- 
tion which have been brought to light in Great Britain 
could be proAnded for without sacrificing the general in- 
terest of the country in freedom of trade. The sale of 
goods below cost is certainly abnormal trade, and cannot 
be ultimately to the benefit of any one, whUe neither skill, 
enterprise, nor efficiency can cope with it in competition. 
A fiscal dcAnce which is able to effectively deal with that 
situation without necessarily interfering with normal trade 
is worthy of consideration. 

Adam Shoett. 
Queen's University, Kingston. 



